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methods for retaining documents, etc. 
The IRS maintains an updated listing of 
jurisdictions with approved know-your-cus- 
tomer rules, as well as jurisdictions whose 
rules have been submitted but not yet ap- 
proved, on the “Tax Info for Business” page 
of the IRS web site, http://www.irs.gov. 
As they are completed, the IRS posts on 
the “Tax Info for Business” page of the 
IRS web site http://www.irs.gov the text 
of know-your-customer attachments that 
list the specific types of know-your-cus- 
tomer documentary evidence for each 
country that is sufficient for purposes of 
the QI withholding agreement. 
Announcement 2000-48 (supra note 5). 
This announcement provides additional 
guidance for financial institutions that are 
considering the QI regime; specifically, 
provisions regarding non-treaty coun- 
tries, foreign country branches and sub- 
sidiaries of Qls, and conditions for re- 
newal of a QI withholding agreement. 
Extensive rules regarding external audit 
procedures are provided in Section 10 
of Rev. Proc. 2000-12. 

Various old IRS forms are not valid after 
December 31, 2000. The forms in ef- 
fect under the regulations that go into 
effect in 2001 are: Form W-8BEN, Cer- 
tificate of Foreign Status of Beneficial 


Owner for United States Tax Withhold- 


ing; Form W-8ECI, Certificate of Foreign 
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CA-9, 2000-1 ustc 150,208, 210 F3d 
384. See also Eberl’s Claim Services, 
Inc., 77 TCM 2336, Dec. 53,434(M), 
TC Memo. 1999-211; and R. Ashare, 
78 TCM 348, Dec. 53,516(M), TC 


Yuhas, Michael A. and James A. Fellows. Tax Basis and Share- 
holder Guarantees of S Corporation Debt: The Economic 
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Outlay Doctrine Revisited. Nov. p. 17. 


Zimmerman, John C. Tax Consequences of Employer-Provided 


Person’s Claim for Exemption From With- 
holding on Income Effectively Connected 
With the Conduct of a Trade or Business 
in the United States; Form W-8EXP. Cer- 
tification of Foreign Government or 
Other Foreign Organization for United 
States Tax Withholding; Form W-8IMY, 
Certificate of Foreign Intermediary, For- 
eign Partnership, or Certain U.S. 
Branches for United States Tax Withhold- 
ing, and Form W-9, Request for Taxpayer 
Identification Number and Certification. 
In regard to treaty benefit documentoa- 
tion, there is a two-year transition rule 
for payments made through December 
31, 2002, to account holders established 
before January 1, 2001. 

Not all entities that are residents of a 
treaty country are entitled to benefits. A 
treaty’s limitation on benefits provision 
assures that source basis tax benefits are 
limited to the intended beneficiaries. 
Limitation on benefit articles set forth a 
series of objective tests, with the under- 
lying assumption that a taxpayer who 
satisties the requirements of any of the 
tests probably has a real business pur- 
pose for the structure it has adopted or 
has a sufficiently strong nexus to the other 
country to warrant treaty benefits even 
in the absence of a business connection. 
Reg. §1.1441-1(b){2)(vii), pertaining to 
reliably associating a payment with docu- 
mentation. Simply stated, the main 
premise is that a QI can reliably associ- 
ate a payment with documentation if the 
QI can determine how much of the pay- 
ment relates to the documentation pro- 
vided and has no knowledge or reason 


Memo. 1999-282 for two additional, 
recent reasonable compensation 
cases. 

Pacific Grains, Inc., CA-9, 68-2 ustc 
19536, 399 F2d 603. 

Klamath Medical Services Bureau, CA-9, 
59-1 ustc 19141, 261 F2d 842. Cert. 
denied, 359 US 966, 79 SCt 877. 
CtCls, 79-1 ustc 19284, 422 F2d 1336, 
191 ClsCt 108. 
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Computers. Oct. p. 43. 
Zimmerman, John C. When to Accrue for Inventories. Dec. p. 22. 


to know to the contrary. 

E.g., the portfolio interest exception from 
tax does not apply to a person presumed 
to be foreign. 

Form W-8IMY is to be used by non-Qls, 
as well as foreign partnerships, U.S. 
branches of foreign banks and insurance 
companies, grantor and simple trusts, and 
reverse hybrid entities claiming treaty ben- 
efits on behalf of their interest holders. 
Form 1042-S, Foreign Person’s U.S. 
Source Income Subject to Withholding. 
Versions of Form 1099 include: 1099- 
DIV, Dividends and Distributions; 
1099-B, Proceeds from Broker and 
Barter Exchange Transactions; 1099- 
OID, Original Issue Discount; 1099- 
MISC, Miscellaneous Income; and 
1099-R, Distributions from Pensions, 
Annuities, Retirement or Profit-Sharing 
Plans, IRAs. 

A Ql may create withholding rate pools 
first by grouping assets into categories ac- 
cording to whether the owners are U.S. or 
non-U.S. and whether the owners are 
documented or non-documented, and 
then subdividing the categories into the 
appropriate withholding pools based on 
tax rates. 

Form 1042, Annual Withholding Tax Re- 
turn for U.S. Source Income of Foreign 
Persons. 

Reimbursement is accomplished by re- 
ducing the next deposit and paying the 
excess to the income recipient. 

Set-off is accomplished by reducing the 
amount withheld from subsequent pay- 
ments. 


2? Reg. §31.6413(a)(3). 


"Id. at 282. 

'2 Supra note 5. 

'3 CA-9, 74-2 ustc 19701, 503 F2d 359. 

'4 58 TC 1055, Dec. 31,555 (1972). 

'S Lack of corporate authorization of com- 
pensation was found to be a salient factor 
in determining intent to compensate in 
Chicago Stadium Corp., DC Ill., 91-2 ustc 
150,352. 
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